Securities. A similar category of fraud concerns stocks
and bonds falsely promoted through the mails. Increased
participation by the general public in securities invest-
ment has expanded this area of wrongdoing. Some com-
mon, fraudulent schemes involving securities are:

rj Substitution by a new management of watered or
worthless securities for good ones in a company's assets.

Q Placement of worthless, stolen, or counterfeit securities
(sometimes mingled with good ones) as a collateral
for a loan or as an offering to be exchanged for cash
or other stocks and bonds.

O Offering for public sale securities purporting to be
equity or mortgage interest in enterprises which, in
fact., are nonexistent, dormant, or bankrupt, or the
past assets of which have become dissipated.

The Postal Inspection Service investigates such schemes
primarily to establish whether violations of 18 U.S.G.
1341 have occurred and to obtain evidence for prosecu-
tion under that law. In addition, Postal Inspectors work
closely with the Securities and Exchange Commission
and the Federal Bureau of Investigation when the laws
they are charged with enforcing have also been violated.
Cooperation with regulatory and enforcement agencies
of the States also is extensive.

Although the number of investigations and convictions
increased only moderately in the past fiscal year, the pub-
lic loss uncovered in completed investigations was
$47,265,280, a 33-percent increase over FY 1970. Five
percent of all indictments, arrests, and prosecutions were
obtained under State laws,

Business opportunity promotions. Business opportunity
promotions constitute still another category of mail fraud
and often involve franchise, distributorship, and vending-
machine schemes. Inspection Service investigations during
FY 1971 halted about 69 fraudulent or borderline opera-
tions. Seven persons were convicted and another 62 were
under Federal indictment by the close of the fiscal year.
While cooperation is extended to and received from
State authorities, these schemes generally are prosecuted
in Federal courts.

Administrative sanctions. The Fraud Order Statute (39
U.S.C. 3005.) was amended 'by Congress in 1968 to elim-
inate the need to prove fraudulent intent prior to deny-
ing use of the mails to those who attempt to obtain money
or property on the basis of false representation. Such
frauds often involve the elderly.

Simultaneous with possible criminal action by the ap-
propriate United States attorney, evidence pointing to a

violation of the civil statute is presented to the Law De-
partment of the U.S. Postal Service for consideration of
mail-stoppage action under administrative procedures.
Administrative sanctions of this type often 'have been suc-
cessfully employed in the course of a mail fraud investiga-
tion to prevent continuing public loss before the more
stringent requirements of proof of criminal fraud could
be developed for prosecutivc action by the courts. During
FY 1971, Inspection Service investigations resulted in
administrative actions being taken in 163 instances.

Private express. The Postal Service maintains a legal
monopoly on the transportation of letters, In FY 1971, 42
cases of private express violations were investigated. In
the past, most of these cases were resolved through settle-
ment out of court. Currently the constitutionality of the
Government's monopoly on the carriage of letters in the
mails is being challenged.

Thefts and Assaults

Post Office burglaries. Since the earliest clays of the
Postal Service in this Nation, Post Offices and Letter
Boxes have been targets of burglars, Prior 'to the 1960'.%
thieves most often sought cash or blank money orders, but
their targets have shifted in recent years. Criminals dis-
covered a new market for stolen stamp stock, and Post
Office burglaries increased accordingly.

Cash and stamp losses. Detection measures led to identi-
fication of major Post Office burglary groups and stamp
fences by selected Inspectors designated as burglary spe-
cialists. Investigations and subsequent arrests resulted in
sharply reduced losses during FY 1971, with burglaries
dropping from 1,972 in FY 1970 to 1,754 the following
year. Gash and stamp losses fell similarly, from $3,198,119
in FY 1970 to $1,349,146 in FY 1971. Convictions-in FY
1971 totaled 462.

Measures to enhance the security of postal facilities in-
clude installation of burglar alarms and safes. These de-
vices saved an estimated $1,969,135 in FY 1971 by
defeating a number of burglary attempts. Recognizing
that the burglary problem will continue, the Postal Serv-
ice has budgeted $300,000 for alarm systems in FY 1972
and $2.5 million for safes.

Additionally, continuing examination is made of every
known burglary countermeasure, old and new, for full
realization of its potential and application as a part of an
integrated prevention program.

Money order thefts. The theft of postal money orders,
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